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To: LINDSAY, RONALD[RONALD.LINDSAY@scana.com)]
From: BYNUM, ALVIS J JR

Sent: Thur 9/5/2013 7:54:33 PM

Subject: Fw: Fwd: Meeting with SCANA and Santee Cooper

Al Bynum

From: Pelcher, Steve [mailto:stephen.pelcher@santeecooper.com]
Sent: Thursday, September 05, 2013 07:20 PM

To: BYNUM, ALVIS J JR

Subject: Fwd: Meeting with SCANA and Santee Cooper

Stephen Pelcher

Begin forwarded message:

-

WITNESS %‘

e A 20K

REPORTER: H. LANDRY

From: "Carter, Lonnie" <lonnie.carter@santeecooper.com>
Date: September 5, 2013, 6:23:27 PM EDT
To: "MARSH, KEVIN B" <KMARSH(@scana.com>
Ce: "Brogdon, James" <jim.brogdon(@santcecooper.com>
Subject: RE: Meeting with SCANA and Santee Cooper

Kevin,

Thanks. | believe your letter is clear and expresses the urgency well. 1 can make all of
the dates you have given them work.

Let me know when we can get together with our teams to consider our options and
chart a course to get them back on schedule. My folks have been meeting and
considering various options that we would like to discuss with you and your team. One
thing they brought to my attention today is that SCANA has outside counsel with
construction litigation experience (Smith Currie and Hancock?). | assume they would
likely represent SCANA and Santee Cooper in any litigation. If that is the case, |
recommend we get them involved. We need their advice before we meet with Roderick
and Asherman.
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| hope you hear from these guys before close of business tomorrow. If you don’t, that
will be a really bad sign.

Please call me when you hear something or have a suggested time for us to meet.

Thanks,
Lonnie
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From: MARSH, KEVIN B [mailto:KMARSH@scana.com]

Sent: Thursday, September 05, 2013 5:29 PM

To: roderidl@westinghouse.com; pasherman@cbi.com

Cc: Carter, Lonnie; BYRNE, STEPHEN A; ARCHIE, JEFFREY B; BYNUM, ALVIS J JR; LINDSAY,
RONALD; ADDISON, JIMMY E

Subject: Meeting with SCANA and Santee Cooper

Dear Danny and Phil,

| requested a meeting with both of you two weeks ago to discuss the status of our
nuclear project. We and our partner Santee Cooper continue to have serious concerns
about the consortium’s ability to deliver modules from the Lake Charles facility. The
consortium is now in its third year of unsuccessful attempts to resolve its manufacturing
problems at the facility which continue to impact our project negatively. Your missed
deadlines put potentially unrecoverable stress on the milestone schedule approved by
the SC Public Service Commission. | don’t have to remind you that continuing delays
and cost overruns are unacceptable from a public perspective and could have serious
effects. We need to meet.

Please consider 9/13 at 10am or after, 9/16 at 3pm, 9/18, or 9/20 as potential dates for a
meeting. You can fly to our hanger at the Columbia Airport and we will meet in the
conference room.

Thank You.

Kevin Marsh
SCANA Corportation
803-217-8097

Confidentiality Notice:

This message is intended exclusively for the individual or entity to which it is addressed. This communication may contain information
that is proprietary, privileged, confidential or otherwise legally exempt from disclosure. If you are not the named addressee, you are not
authorized to read, print, retain, copy or disseminate this message or any part of it. If you have received this message in error, please
notify the sender immediately either by phone or reply to this e-mail, and delete all copies of this message.
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ﬁpsantee cooper

INTER-OFFICE COMMUNICATION [I— -

WITNESS ) l_{r’ﬂi.x
pare: 8-14-Z01&

REPORTER: H. LANDRY

Date: October 21, 2013

To: James E. Brogdon, Executive Vice President and General Counsel
Steve Pelcher, Deputy General Counsel, Nuclear and Regulatory Compliance

From: Lonnie N. Carter, President and Chief Executive Officer

Subject:  Consortium Meeting regarding Summer Units 2 and 3 on September 18, 2013

Kevin Marsh and | met with Consortium CEQO’s to discuss the schedule of module and
submodule completion for Summer Units 2 and 3. Santee Cooper and SCANA requested the
meeting three weeks earlier to express concern regarding the late delivery at the point of the
meeting of 15 submodules from Lake Charles. Attending the meeting for SCANA was Kevin
Marsh, Chairman and CEO. | represented Santee Cooper. Representing Toshiba was Chairman
Shigenori Shiga. Representing Westinghouse was Danny Roderick, President and CEQ, Mark
Morant and ancther gentleman, who was not identified until later in the meeting. He was there
not as part of our meeting but another meeting they were traveling to after ours. Representing
CB&l were President and CEOQ, Phil Asherman, Executive Vice President, Luke Sorenson, Lasa
(not familiar with his first name), COO, and Jeff Lyash.

Kevin Marsh started the meeting by expressing our concern that CB&I was failing to deliver
submodules to the site as provided in their April 9, 2013 schedule. He reminded them that
Santee Cooper and SCANA had agreed to wait unti CB& was able to evaluate the
circumstances at Lake Charles before providing the schedule following their acquisition of
Shaw. That schedule was provided on April 9" and was the basis for the request by SCANA
and Santee Cooper to provide a revised overall project schedule. That revised schedule
provided for Summer Unit 2 to come on line between December 2017 and March 2018.
Summer Unit 3 would follow approximately 12 to 15 months later. SCANA announced the
revised schedule at its Analyst Day presentation on June 5, 2013 and Santee Cooper also
began using the revised schedule in its discussions with investors and in its official statement for
bond offerings. As of the date of our meeting, CB&I and the Consortium has failed to deliver 15
submodules. These submodules are critical for the completion of module CA20. According to
the June 2013 schedule, module CA20 must be set by the end of October 2013 in order to
remain on the current schedule.

Both Kevin and | explained our grave concern regarding the inability of CB&I and Lake Charles
to deliver submodules as scheduled. We pointed out that Santee Cooper and SCANA had been
working with Shaw and now CB&l for almost three years in order to make sure that the
submodules could be delivered timely. During that time, at a series of meetings Shaw/CB&
gave us plans and assurance that they would take the necessary steps to deliver modules in a
timely manner. Their failure to provide modules on a timely manner is now having a critical
impact on the project and if not addressed immediately could mean that our organizations would
be forced to take drastic action. Kevin and I went on to note that we have received so many new
schedules that they are meaningless. We have no real confidence in their ability to provide
modules as scheduled. We have reminded them that we have given CB&l additional time after
their acquisition of Shaw to determine an accurate schedule for delivering modules. Now this
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James E. Brogdon
September 26, 2013
Page 2

information has been provided to analysts and potential investors. The Consortium’s
commitment to addressing the issues has very low credibility with our organizations. Our
expectation is that the Consortium, CB&I, and Westinghouse, will correct these problems in a
timely fashion so that they can get the project back on schedule and meet the December 2017
substantial completion date. We made clear that this was our expectation that the June 2013
project schedule would be met and the Consortium would use whatever resource necessary to
meet such schedule. We reminded them that we had not agreed to the delay that brought us to
this schedule nor would we be willing to provide any additional compensation. Kevin reminded
them that the July 11, 2012 change order provided additional compensation for module design
and fabrication issues but fixed the cost of such modules to the project, meaning that CB&I had
assumed the liability for any and all future costs associated with module fabrication including
delays. We further explained that this project receives very close scrutiny from the financial
community, regulators, and our customers. There is a very close watch on schedule, budget,
and cost overruns. The recently announced delay in June exacerbates these concems. Any lack
of module deliveries in August and September is unacceptable coming just weeks after
receiving a revised project schedule. Our expectation is that the Consortium will correct these
problems and get the project back on schedule.

I pointed out that Santee Cooper is in the process of preparing to enter the financial market to
issue some additional long term debt with longer maturities. Santee Cooper must be prepared to
explain the schedule and would have to disclose any items or any matter or issue which was
potentially having a material delay on the project schedule. Kevin indicated that SCANA would
likely be in the market in October as well. | requested that the Consortium provide Santee
Cooper and SCANA a letter setting forth their view of where they were on the schedule.

Both Kevin and | pointed out that failure to deliver the modules on schedule would be received
poorly by the financial community and regulators. The regulators likely would not approve
further delays or costs increases and the financial community would not likely lend additional
money at competitive interest rates. Therefore, it is imperative that the Consortium stick to the
schedule and budget for the project. | believe judging from the reactions of Phil Asherman and
Danny Roderick that they were not aware of how closely monitored the schedule and cost are
and how those could potentially lead to the cancelation of the project.

Luke Sorenson spoke up and indicated that they believed that the project was on schedule.
CB&l recognized some of its issues regarding the manufacturer and fabrication of modules at
Lake Charles. He indicated that all of the submodules for CA20 would be received at site ready
for assembly by October 25™. He further indicated that in the next six weeks, 14 key modules
would be delivered to the site and ready for use, 8 modules would be fixed at the site; these are
the so called Legacy modules from Lake Charles, 6 modules would come from Lake Charles.
The October 25 delivery date should allow for CA20 to have a “hook date” of January 14", Jeff
Lyash spoke up and indicated that they still believe that the December 2017 substantial
completion date is achievable. The Consortium, in particular, CB&l are on course and taking
actions to make this schedule.
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The group of Consortium representatives began to explain themselves, they indicated that they
recognized when they provided the revised schedule for modules on April 9, 2013 that
additional manufacturing capability was necessary to meet the schedule. CB&I has been in the
process of identifying additional manufacturing capacity. They indicated they had qualified five
potential suppliers and were negotiating with one of these third parties to provide additional
manufacturing and fabrication. All of these suppliers are currently nuclear qualified. 1t was
unclear to me as to whether all of the suppliers were domestic aithough several clearly were. In
addition to this additional help, they have engaged Electric Boat. Although, my understanding is
Electric Boat is not doing certified nuclear work.

Luke Sorenson indicated that as they begin to work on CAO01 submodules, one of those
modules takes up almost the entire Lake Charles facility. This was cited as the reason for
needing to ship the so called Legacy modules still requiring some additional minor work or
paperwork associated with them prior to their being able to be turned over to the site for
inclusion. Minor work was indicated as very small welding or grinding or in some cases simply
just paperwork. | expressed my doubts regarding the so called legacy modules. | pointed out
that if these matters are so simple why it has taken them so long to correct them and get these
modules to the site. The indication was given that the Consortium needed to put primary focus
on getting modules complete and that they would continue to work on getting the Legacy
modules complete and ready for assembly at the site. Their assessment is that this can best be
accomplished by moving these modules out of Lake Charles, providing the additional space
there for a manufacture of other modules need for CAO1. The more simple tasks needed for the
Legacy modules would be more efficiently done at the site. Kevin and | both stated that this was
being done at their direction and their expense and they were to keep them separate and apart
from any of the activity currently ongoing at the site.

Since the Consortium (Roderick, Asherman, and Lyash) indicated they believe the project
schedule was still very makeable and they were taking the appropriate actions (e.g. procuring
other suppliers, reorganizing work flow, correctly network, freezing design changes) to ensure
that this schedule was met, | asked the Consortium to provide SCANA and Santee Cooper with
a letter detailing just such. | also asked that they provide a detailed schedule that would allow
Santee Cooper and SCANA to see weekly the actual module schedules to be delivered in order
to meet the schedule they were currently on and how this would ultimately dovetail in to the
existing schedule and allow them to get back on schedule. Phil Asherman and Danny Roderick
agreed to provide such letter and provide two schedules. The first schedule is a so called level
one schedule that would show how the overall project is expected to be met with Summer Units
2 and continue to bring Unit 3 online within in 12 to 15 months of Unit 2. They also agreed to
provide a granular schedule which according to them will show daily schedule deliveries for
CAO1 and CA20. Kevin and | accepted this commitment and encouraged them to get it to us
right away. Danny Roderick indicated that the schedule would be forthcoming but certainly
within a week.
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Shiga reported that Toshiba has been providing and continues to provide some oversight to
Westinghouse and CBa&l in the way of expertise, scheduling and sequencing. They are also
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providing additional help for the nuclear island and turbine building. He indicated that Toshiba
understands their liability to SCANA and Santee Cooper. Also, Toshiba is providing engineering
and support to ensure that the project stays on schedule. He also indicated that Toshiba will be
bidding as a third party on the additional module manufacturing capability.

| reminded the group that these developments while sounding positive quite frankly were as we
pointed out at the beginning of the meeting not considered reliable. They had not met prior
schedules. However, | was willing to accept them as information and proceed as they indicated.
We expected to receive the letter including both the level one and granular schedule right away
as we would be in the financial market right away. | also encouraged them (Kevin supported) to
communicate directly with Kevin and | if they were unable to meet any of the schedules that
they have provided regardless of the reason. Both Asherman and Roderick agreed that such
communication should take place and this might have alleviated some of the concern expressed
by us today. | provided them with my business card which contains all of my contact information
including my mobile phone and encouraged them to contact us. They indicated they had the
same information for Kevin. That way they would know first-hand from them what their
organizations were completing.

Kevin asked the Consortium to review the cash flow projections for the project and to revise the
projections as warranted. He noted that the current projections did not reflect the December
2017 schedule. This was an issue with South Carolina Public Service Commission. The
Consortium agreed to review and revise as necessary. No time frame was given to complete
this task.

Kevin went on to express concern regarding the management capabilities in that at Lake
Charles. He indicated that their assessment was that the person managing that facility needed
to have prior nuclear experience, particularly nuclear certification type experience.

Everyone, except for the CEQO's from the five companies were excused and left the room.
Asherman, Shiga, Roderick, Marsh and | remained in the room for a private conversation. CB&I
indicated plans to replace the management at the Lake Charles facility with someone who has
nuclear certification experience. They pointed out that their reason for hiring Jeff Lyash, a
former Progress Energy employee, was for the purpose of adding nuclear experience to their
management team. They also indicated that Lee Presley will be on site at Jenkinsville and has
nuclear experience. CB&I will look for additional talent. This is a result of Bill Fox’s recent
resignation. During the private meeting of just the CEO’s both Kevin and | reiterated very
forcefully our concern regarding their ability to meet the schedule and expressed our insistence
that they take whatever steps are necessary to develop the modules and to keep the project on
schedule and within the approved budget. They all agreed that this was paramount. They
understood the seriousness of not meeting the schedule better and that they would take
whatever steps were necessary to get back on schedule. They believe that they are taking such
actions. They also understand that we will be watching carefully and that if necessary we will
take whatever measures available to us to protect our organizations and our stakeholders. The
parties agreed that we would meet more frequently, either in person or by phone and that such
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meetings would be taking place monthly. Danny Roderick took the assignment to set up the
next meeting, which the parties agreed would be sometime between October 25™ and the end
of October. This timing was picked because all of the submodules necessary for CA20 were
committed by this time.

As | indicated to the attendees, | remain skeptical as to whether the information provided by the
Consortium can be relied upon. We made clear, Kevin and |, that we would monitor their
progress weekly and would take whatever actions were necessary to protect our organizations
and our customers.

As the meeting was wrapping up, Phil Asherman handed out the attached presentation titled
“SCANA Executive Briefing Lake Charles Modules 18 September 2013”. There was no
discussion of this material.

If you have any questions or need clarification on any of the points above, please let me know.
LNC:alh

Attachment

cc: Richard Lorenzo
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May 6, 2014
Philip K. Asherman f
President & CEO E"é'ﬂg ¥4
CBa&l witness — DYrad_—-
One CB&I Plaza .
2103 Research Forest Drive DATEéQHT’Eﬁ H.LA‘ZNO L&~ |
The Woodlands, TX 77380 i DRY i

Danny L. Roderick

President & CEOQ

Westinghouse Electric Corporation
1000 Westinghouse Drive, Suite 100
Cranhberry Township, PA 16066

Subject: V.C. Summer Units 2 and 3 Guaranteed Substantial Completion Dafes

Reference: (1)  Engineering, Procurement, and Construction Agreement for AP
1000 Nuclear Power Plants, Dated May 23, 2008 — V.C. Summer
Units 2-and 3

(2)  VSP_VSG_002024, dated August 6, 2012

Gentlemen:

On May 23, 2008, we executed the EPC Agreement with the Consortium for
Units 2 and 3 at our V.C Summer nuclear facility. That was an historic day for our
companies. We would like to believe that it was equally significant to you. Together, we
helped kick off what we continue to hope will be a new wave of nuclear construction in
this cotintry.
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those prajects are currently embroiled in major litigation. We chose a different path. We
resolved to work with you amicably, believing that building the project cooperatively, on
time and on budget, would be in the best interests of all involved,

The events since May 23, 2008 have: tested our resolve. In this letter, we will
review cerfain of those events for the benefit of your current management. We believe
that such a review is called for because of the many turnovers in your managerment
since May 23, 2008. With one possible exception, no one from your two companies whe
attended the signing ceremony is still involved in the project. Since then, Westinghouse
has. had at Jeast two Presidents, three Project Directors, and two Cemmercial Directars.
Shaw was acquired by CB&, and has had comparable. turnover, witt five Commercial
Directors, two. Projent Directars and two Construction Managers.

Before raviewing the relevant events, we wish to share with your our view that the
management turnovers have been accompanied by a change in aftitude. Senior
managers who began the. project appsared to appreciate the significance of the task to
our customers and to the huclear community. &t large, and exhibited a commensurate.

We should also merition that we have noted the evident deterieration of the
relationship betweén senior management at Westinghouse and Shaw/CB&I. Repair of
Cansortium, the twoa firms are jointly and sevéral!y liable to-us. [t does not matter to us.
which; of you caused a specific problem, We look to both of you to remedy all the
Gonsortium’s deficiencies.

We regret that this lefter is. necessary and regret its length. Your poor
performance has made both necessary. A complete. description of our grievances would
malke this letter even longer. Conseqiiently, we have choseri to focus. on the events and
issues congerning the: structural modules, primarily CA-20 and CA-01, as well as certain
design issues, and their combined effect on the expected completion date-and cost of
the project. We selected these examples to illustrate our dissatisfaction. They are not an
exhaustive listing of your every shortcoming.

0z Jo 6 dbed - 3-02€-2102 # 194900 - 0SdOS - Wd 90:0} +Z Jequialdas 810z - A3 114 ATTVOINOYLO313

The EPC Agreement stated the Consortium's commitment to meet following
dates for Unit 2

" CONFIDENTIAL SCANA_RP0304603



ORS EXHIBIT GCJ - 12
Page 258 of 274

Philip K. Asherman.
Danny L. Roderick

Nay 6,2014
Page 3
CA-20 On-Hook | November 18, 2011
CA-01 On-Hook | March 29, 2012
Guaranteed Substantial Comp[etlon . April 1, 2016

To mest these dates, it was essential that the Consortium timely complete
module fabrication, delivery, and assembly. The Consortium selected Shaw Modutar
Solutions, LLC ("SMS"), an affiliate of the Consortium, as the madule fabricator.
Problems with SMS’s work began aimost immediately. The NRC atternpied to inspect
the SMS facifity between January 10 and 12, 2011, but the inspection had to be.
“terminated early because of the current status of activities at SMS.” To the NRC’s
apparent surprise, SMS: had not yet made enough progress to make an inspection
warthwhile.

By letter dated February 22, 2011, SMS advised the NRC of its expectations for
module preduction and shipment, as foflows:

SMS expects to be at a high level of production of structural modules. in
early June 2011. SMS expects that shspment of the first structural sub-
module will occur the end of Jung 2011. ... If schedule changes are
necessary, SMS will promptly notify the NRG.

SMS did not meet these module preduction and shipment dates, We are unaware:if it
gave the NRC the promised notice of thess failures.

The NRC returned to inspect the SMS site between November 14 and 18, 2011.
That inspection led 1o a “Notice of Nonconformanee,” dated January 8, 2012, based on
deficiencies in SM8's. quality assurance program. The Netice of Nonsonformance
stated:

During this inspection, the NRC inspection team found that the

implementation: of your guality assurarice program. failed to meet certain

NRC requirements which were cantractually impased on you by your
customers or NRC Ilcensees Specxﬁcally, the NRC inspection team
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program in the areas of trammg, deslgn c;ontrol procurement document.
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Ik THE AUGUST 8, 2012 AGREEMENT CHANGED THE GUARANTEED
UBSTANTIA ETION DATES

By July 7, 2012, only 21 of 72 CA-20 sub-modules had been delivered to the site.
Despite the poar progress, you assured us that you had reselved the module production
problems. This led to.the Agreement of August &, 2012.

The 2012 Agreement recites that it resolved several pending change order
requests. An additional metivation for us.was to enable you to put the past module
issues behind you and have a fresh start. Section IV.A of that agreement established
the following revised guaranteed substantial completion dates:

Activity _Unit2 Unit3
 Guaranteed Substantial Completion | _March 15, 2017 May 15, 2018

After execufion o'f the 2012 Agreemenf you had no ane to bl‘ame but yaurséives

modu!e delays woul,d be yo.ur sole_. responsml_hty lt stated in pertinent part
EXert as othenmse provided fcr n Art;cle 9 of the EPG Agreement or

Orders for any lmpacts to Project Schedule or Contract Price associated
with Structural Module schedule delays and agrees that such further
schedule delays will he the responsibility of Confractar.

Although the parties released certain claims against each other in the 2012
Agreement, Section XI11.D of the agreement stated that our release did not apply to any
claims. “that may-arise hereunder from Contractor’s failure to deliver the Stractural
Modules referenced in Section II.C of this Agreament, so as.tor achieve” the revised
Guaranteed Substantial Completion Dates.

The 2012 Agreement imposed on the Consortium certain additional scheduling
obligations: to: enable us to manitar module: progress. Section IV.D of that agresment
stated:,
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im order to- measure impacts to the Project Schedule associated with
Structural Module delivery, Contractor agrees to provide & defailed
Structural Madule delivery and assembly baseline schedule within 30
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The Consortium prepared the new baseline schedule for module delivery and assembly,
as called for in this Agreement, but it has not provided the monthly progress reports.

Iy sum, the Consortium decided to engage SMS, an affiliated enfity, as the:
madule fabrication subcontractor. SMS proved to be neither equipped nor qualified to
produce the: modules. Nevertheless, in July 2012, we worked with you amicably by
allowing you additional time that was made necessary, at least in part, by SM&'s poor
performance. In exchange, you agreed that you would not be entitled to any additional
fime extensions due to future module- delays.

Despite the Consartium’s assurances, module production did not improve after
the. 2012 Agreement. The Consortium issued a module delivery and assembly baseline.
schedule, dated August 10, 2012, as called for in the 2012 Agreement. Thaf schedule.
contained a series of milestone dates, including the following on-hook dates for CA-20.
and CA-Q1:

Activity Unit 2 Milestone Date

CA-20 On-Hook | ‘January 19,2013
CA-01On-Hook |  May28, 2013

The Consortium has not met these on-hook dates or any other milestone dates in that
schedule.

A.  Module Status In September 2012

As of September 27, 2012, at least thirty of the milestone dates had already
come and gone withaut completion of the assogiated milestone event. By that time, only
31 of the 72 sub-modules for CA-20 had been delivered to the site. As a result of the
module production and defivety delays, we wrote to you on September 27, 2012, That
letter stated:

Due to the current status of the structural madules, the Owner remalns
concerned that the lafe fabrication, delivery, and installation; of structural
modules will impact the Consortium's. ability to meet the critical path
schedule date of January 28, 201 at (CA20 on-hook date), and eventually
to meet the revised Unit 2 Guaranteed Substantial Completion Date
(GSCD) and possibly the Unit 3 GSCD, The Qwner requests the

9z Jo ¢l dbed - 3-0/€-2102 #19490Q - DSdOS - Wd 90:0} ¥z Jequialdas 810z - d311d ATTVOINOYLO3 13

! This date was incorrect. The letter should have referenced a January 19, 2013 CA-20:6n-hool date.

CONFIDENTIAL I SCANA_RP0304606



ORS EXHIBIT GCJ - 12
Page 261 of 274

Philip K. Ashemman
Danny L, Roderick
May 6, 2014

Page 6

Consortium continue ta provide structural module status updates during
the weekly project review meetings and other status updates as previeusly
agreed. Also, beginning no fater than Qatober 10, 2012, provide bi-weekly
written status updates on the fabrication, delivery, and installation of the
structural modules, including information on any structural module issues.
Finally, the Owner requests the Consortium review with the Owner the
Consortium's documented contingency plans concerning the. structural
modules prior to: October 19, 2012, These contingency plans should,
include, at a minimum, actions to be taken by the Consortium to meet
currently- scheduled structural modules. CA01-CAQS and CA20 on-hook
dates and installation dates to support the: Project schedule.

The Consartium did not comply with any of these requests.

As of September 2012, you had still not reselved your NRC issues. The NRC
performed art unannounced inspection on September 10-14, 2012, which led to another
“Notice of Noncanformance” ariging out of deficiencies in SMS's quality assurance
progiam. The NRC documented this in its leffer of October 24, 2012, which stated:

During the inspection, the inspectors found that the implementation of your
QA program did not to meet [sie] certain NRC requirements imposed on
you hy your customers or NRC licensees. Specifically, SMS failed to
protptly correct conditions adverse to quahty and. significant questions
adverse to quality, failed to effectively implement & corrective action
regarding documentation of late entries. in & quality records procedure,
failed to preclude repurrerice of significant conditions adverse to quality
related Yo identification and control’ of items, and failed to perform
adeguate corrective actions assoclated with a nonconformance identified
during a previous NRC inspection.

Shortly after this, the NRC advised CB&I of a “chilied wark envirohrent” af the Lake
Charles facility, which was causing employees to believe that they “are not free to raise
safety concerns using alf available avenues”® and that “individuals have been retaliated
against for raising safety eoncems.”
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B.  Module Status In March 2013

By-March 6, 20113, only 40 of the. 72 sub-modules for CA-20 had been received,
At our request, a meeting to discuss madule production was held among executive
officers in Columbia on April 8, 2013. Westinghouse did not atfend the meeting, but
CB&I was there:and it promised that the Consortium would deliver four modules in the
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second quarter of 2013, 40 modules in the third quarter, and 39 modules in the fourth
quarter. It also informed us of a significant delay in the on-hook dates, as follows:

Activity Delaved Unit 2 Date |
CA-20 On-Hook October 31, 2013
CA-01 On-Hoolk. September 4, 2014

The. Consortium missed the revised CA-20 en-hook date of Octaber 31, 2013 and, as of

the revised CA-01 on-hook date of September 4, 2014,
C.  Mlodule Status In May 2013

By May 25, 2013, the Consortium had delivered only 41 of the 72 CA-20 sub-
modules. And it had delivered only one of these in the preceding eleven weeks.

D.  TheConsortium Reported Schedule Delays In June 2013

On June 5, 2013, SGE&G publicly disclosed your statement to us that you would
niot be able to meet the tequired completion dates.in the 2012 Agreement. We reported
your estimate that completion of unit 2 would occur in either the fourth quarter 0f 2017
or the first quarter of 2018 and your estimate that completion of unit 3 would be
“similarly delayed.” Due ta these delays, we also reported that SCE&G's 55% cost of
the- project could increase. by $200 million. We.noted that these schedule changes and
cost increases resulted from “delays in the schedule for fabrication and delivery of sub-
modules for the new units.”

E.  Module Status In July 2013

We sawr rio improvement over the. next several months, By:July 18, 2018, the
Consortium had delivered only 44 of the 72 CA-20 sub-modules. This means that it had
delivered only three modules in. the precedirig 11 weeks.

On August 7, we sent you anather letter expressing our concerns about delays.
On September 17, you advised us that, unless we objected, you would mave the work
of completing some CA-20 sub-modules fiom Lake Charles tg the site. Your proposal
was lo.move the-uncompleted sub-medules irito a temporary, onsite quarantine area to
complete dacument processing and make minar repairs. We responded that we would
not interfere with your decisions about how best to perform the work.

9z Jo | abed - 3-0/€-210Z # 19X90Q - DSOS - Wd 90:01 ¥ Jequaldes 810z - d3 114 ATIVOINOYLO3 13

CONFIDENTIAL SCANA_RP0304608



ORS EXHIBIT GCJ - 12
Page 263 of 274

Philip K. Asherman
Danny L. Roderick
May 8, 2014
Page 8

Qn September 18, 2013, the executives of all involvéd companies met in
Colymbia. That meeting resulted in a Septerber 25 letter fromr you, which included a
schedule showing the following activities and dates:

| __Activity Unlt 2 Target Date Unit 2 Late Date.
{ CA-20.On-Hook __January 24, 2014 January 27, 2014
| CA-01 On-Hook July 18, 2014 September 18, 2014
| Substantial Completion | December 15, 2017 | December 15, 2017

Your letter also stated that;

The Unit 2 CAD1 sub-module delivery schedule is being reviewed to
incorporate. the latest infarmation and will ba transmitted to you by
October2, 2013. We have scheduled a mapagement meeting on
Qctober 3, 2013, to review these dehverab!es with your team.

The promised October 2 letter and schedule showed that all CA-20 sub-modules
would be delivered by November 4, and CA-01 sub-module shipments would extend
between November 3, 2013 and July 18, 2014. The letter and schedule alse introduced,
for the first time, a CA-20 “minimum configuration” concept that we believe has the
potential to further impade your ability to achieve timely project completion. This.
concept conflicts with the 2012 Agreéement, and assaociated August 10, 2012 baseline
schedule, which call for a complete (equipment loaded) CA-20 module to be set on its.
foundation by January 19, 2613,

Your October 2, 2013 letter went on to state:

The Consotfium is taking additional management measures to add
certainty fo this schedule. Resources have been added to engineering to
reduce the backiog of E&DCRs and N&Ds and improve the turnaround
time: to disposition these items. Persennel from Lake Charles have been
located at the V.C.. Sumrtier site to perfarm final inspections and document
closeout. Resources have been added to fhe modules team to repair of
rework any conditions identified onr the sub-modules and prepare them for
assembly. A daily Lake Charles Plan of the Day process has been
implemented to drive schedule, elevate issues and resolve problems.
Weekly CBI senior management review and mortitoring of Lake Charles
progress against the plan has been established. Milestone Managers are
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being added to the site team to drive schedule and accountability for
madule assembly and placement. We believe that actions such as these
will improve performance.

Although this lefter does not amend the EPC Agreement or modify our
commercial positions, we commit our supporf to the Project in achieving
the schedules provided herein, We will maintain frequent and transparent
communications with your staff ta. ensure that any significant change in
schedule: is raised arnd understood. We encourage SCANA te monitor our
schedules and provide immediate feedback if they are not mesting your
expectations.

e’at[;harked fqr delNery to the onsite quarantme area f,or cempletn.on of docume.nt
processing and minor repairs, Thase sub-modules were not ready to be incarporated
into.the construetipmn.

Weekly module update calls began on October 14. By December, however, the
leve! of participation by Consortium management had begun to- wane, “Frequent and
transparent® communications did not materialize, and we have not received “immediate
feedback” when we have rajsed schedule issues.

In our letter of Octoher 21, 2013, we stated:

You have represented that this schedule embodies the Consorfium’s
realistic expectations concerning performaince of Unit 2 work and is
commitment to achieve Unit 2 substantial completion date by
December 15, 2017.

We: appreciate. the Consortium’s: efforts in preparing these schedules and
the Consortium’s: commitment to allocate additional resources and fo
perform as to achieve Unit 2 substantial completion by December 15,
2017. We must remind you, however, that the Consortium femains.
contractually committed to the dates far substantial completion stated in
the July 17, 2012 Letter Agreement. As you correctly noted, the schedules:
in no way amend the Agreement. In the Letter Agreerrent, the parties
agreed to a Unit 2 Guaranteed Substantial Completion Date of March 15,
2017, and a Unit 3 Guaranteed Substantial Completion Date of May 15,
2018,
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On September 3, 2013, Westinghouse informed us that it had identified problems.
with the design of CA-04, The Consertium had planned fo set that module on the
Nuclear Island in September 2013, but it delayed that work because of the need to
modify the concrete foundation. The:faundation placement was then put oh hold duting
the foundation redesign and associated procurement.

H.  Module Status In December 2013

By December4, 2013, alf 72 CA-20 sub-modules had finally been delivered to
the site, aithough 30 of them required documentation processing and repairs at the on-
site guarantine area. The maodification effort continued well into:2014.

On January 8, 2014, Westinghouse informed us that six Engineering and Design
Coordination Reports (E&DCR) had to be completed before plgcement of CA-20. It also
advised us that another sixteen E&DCRs would need to be completed after placement
of CA-20, but before placement of wall congrete,

As of February 2014, none of the 47 CA-01 sub-modules had been delivered,
although 20 should have been delivered by then, according to the Oetober 2, 2013
schedule..

I Module Status In March 2014

The Consortium has been providing out construction team with daily email
updates relating to CA-20, but the updates. contiue to illusfrate performance
shortcomings. The March 11, 2014 email update reflected an on-hook date of March 31.
The email updates of Mareh 12 and 13 reflected the same date, but stated that such.
date was “in jeopardy” gnd pending management review, The March 14, 15, 17 and 18
email updates all reflected a date of April 7 for this. activity. Those from March 20, 21,
22,23, 25, 26 and 27 all stated that the April 7 date was "under review.” Beginning on
March 28, the email updates stated that the on-hook date had slipped again to May 10.
In short, the projected on-hook date for CA-20 continues to slip and, by the end of
March, we were: farther away from completion of that activity than the Consortium had
stated we were at the beginning of March.
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The Cansortium's. progress with GA-81 has also been poor. Westinghousg has
informed us that it is reviewing its design for that module and future changes could
delay its placement. Due to these design issues, documentation approving placement of
CA-01 is not expected until August 31, 2014.
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V. DESIGN ISSUES HAVE CONTRIBUTED TO THE PROJECT DELAY

A IFC Design Delays

Other design issues, in addition to those identified above, have also defayed the
project. and are expected to contriblte to future delays. Foremost among these is the
delayed completion of Issued For Construction (IFC) drawings. The IFC percentage
complete is the Consortiun's primary metric.for evaluating the status of design. That
information shows: that the Consortium has failed to meet.expectations for design
finalization and has misjudged its own petformance.

The Consortium’s early reports of design prograss. were optimisfic. For exaraple,
in the. March 17, 2011 Monthly Project Review minutes, the Consortium reported that it
had delivered 90,49%. of the schedyled IFC documents. As a result, the Consortium
stated, “Design finalization is coming fo an-end and transitioning to support the: Certified
for Construction {CFC) design.”

The May 19, 2011 Monthly Project Review minutes continued to reflect
satisfactory progress. They reported Westinghouse's statement that design finalization
was considered to be complete by the. Department of Energy (DOE) and according to
WEC’s definition. The minutes also reported Westinghouse's estimate that the design
remaining engineering had been defined in a resource-loaded schedule, which it would
use to monitor progress te completion.

The: October 20, 2011 Monthly Project Review minutes reported Westinghouse’s
statement that site-specific engineering was winding down and that design finalization
should be complete in the summer of 2012,

The Consortium began reporting design delays in May 2012, when you advised
us that you wauld not mest the Oclober 11, 2012 schedule for many of the IFC
packages. On December 31, 2013, the Consortium reported to us that the IFC design
documents were now only 94% complete. The Cansortium contiriied this trend of
revising design pregress downward. On March 31, 2014, Westinghouse reported that
the. JFC documents were only:88% complete.

B.
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Design Issues Impact Nuclear Island Civil/Stru¢tural Work

Westinghouse's many design changes have also:adversely impacted the Nuclsar
Island (N1} civil/structural work. One example concerns the A2 | wall in the Auxiliary
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Building, which is.a fairly simple reinforced concrete wall. Two of the construction
packages are V§2-1210-COW-003 (rebarfembeds for | wall areas 4.and 5) and V§2-
1210-CCW-001 (concrete for | wall areas 4 and 5), There were 109 unique ES8DCRs
between the two work packages. Ninety-twe (82) of the E&DCRs were WEC initiated.
This wall placement was delayed several weeks due to the design clarifications and
changes.

C.  Design Issues Are

The lack of WEC design maturity is evident in the high numbers of License
Amendment Reguests (LARs) and Departures. to the Final Safety Analysis Report
(FSAR) being submitted. As noted in the April 17, 2014 project status review meeting,
90-LARs have been identified; the NRC has approved 11 LARS; and 15 LARs are undet
NRC review. The following are three examples of these LARs and their importance:

» LAR 13-01WEC LAR &4 (base mat shear reinforcement design
spacing requirements) adversely ifripacted the schedule for Unit
2 mjclear island base mat concrete placement,

. LAR 13-02/WEC: LAR 55 (base mat shear reinforcement design
details revising the: licensing basis from ACI 349 to ACl 318) also
adversely impagted the schedule for Unit 2 nuclear island base
mat concrete placement.

° LAR 14-01MEC LAR 60 (Auxiliary Building structural details)
has adversely impacted the schedules for construction of
Auxiliary Building walls: end flaors and eonstruction of structural
module CA 20.

Furthermore, we anticipate that LAR 13-33MWEC LAR 53 (condensate return; in the
Gontainment Building} will impact construction progress. The same is true of LAR 14-
07NVEC‘ LAR 78 (OAO4 toleranaes) LAR 14-@5NVEC LAR 72 — CADS: LAR 13- 13NVEC
and LAR 1 3-14/WEC LAR 08 (Battery Roem changes) We alsa antlcipate that an LAR
will be needed for coating tharmal cenductivity methods, which will impact Containment
‘Vgsselring 1.
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In addition to the LARSs, the Gonsortium has also had & large nuraber of
Departures. The. April 17, 2014 project status report states that 565 Departures have
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been identified. Of these 237 are in process and 358 are in the queue. These
Departures do not require NRC review but have the potential for impacting the project
schedule due to Westinghotse's desigh changes.

V. QUR FRUSTRATION CONTINUES TO MOUNT

As a result of these events, our frustration continues to mount. You have made
promise after promise, but fulfilled few of them.

We are aware that the Consortium is. in the process of preparing yet another re-
baseline of the project schedule. We are entitled to a re-baseline schedule that reflects
all mitigation measures reasonably possible to ensure completion of Units 2 and 3 on or
near the currently projected completion dates. Please note that this statement of our
rights is not an acceleration arder. The currently projected completion dates are already
past the dates to which the parties agreed in the 2012 Agreement. The delays since
then have been solely the Consortium’s fault. Thus, you are contractually obligated to
take the steps necessary to mitigate the delays at your own expense.

Your unexcused delays will cause our project costs to increase greatly. We.
intend to hold you strictly to all provisions of the EPC Agreement and expect you to
reimburse us for all our additional costs.

We have prepared a preliminary estimate of the added costs associated with
your most recent completion projections, that is, completion of unit 2 in either the fourth
quarter of 2017 -or the first quarter of 2018 and a similar delay to. completion of unit 3.
Based on such delays, we estimate that we will incur about $150 million in additional
site costs, and will be entitled to about $100 million in liquidated damages. If you fail to
meet your most recent completion projections, these amounts will be even higher. We
are in the process of investigating other additional costs that we are incurring due to the
unexcused delays or associated changes to your wark plan. We will advise you of their
categories and amounts once we have completed our ih\_resti_gaﬁon_.
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Any future delays to those projections will require further adjustments to the:
payment schedules.
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VI, CONCLUSION

Itis. imperative that the: Consortium demonstrate a renewed commitment to this
project. To help achieve that, we wish to distuss these performance deficiencies and
associated delays with you, as well as the measures.that you intend to take to mitigate
the delays. We also wish to explore with you the extent to which the Consortium’s
unexcused project delays constitute breaches of material provisions of the EPC
Agreement.

Respactfully,

"'325?%/’ 7/ 754{3 (@MM&({«

&
Lonnie N. Carter Kevin B. Marsh
President & CEQ Santee Cooper President & CEQ SCANA
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For Immediate Release

SCANA Media Contact: SCANA Investor Contact:
Rhonda O'Banion Christina Putnam
800-562-9308 803-217-7512
rhonda.cbanion@scana.com chutnami@scana.cont

SCE&G Completes Nuclear Island Basemat Placement for V.C. Summer Unit 3

CAYCE, S.C., Nov. 4, 2013—South Carolina Electric & Gas Company (SCE&G), principal subsidiary of
SCANA Corporation (NYSE:SCG), completed on Nov. 4, 2013 placement of the nuclear island basemat for
V.C. Summer Unit 3 in Fairfield County, S.C. This major milestone comes just seven months after SCE&G
poured the first new construction nuclear concrete in the U.S. in three decades for its Unit 2 nuclear island.

“We are again proud to have accomplished such a significant milestone as our new nuclear construction
project progresses,” said Kevin Marsh, chairman and CEO of SCANA. “This is another example of our
outstanding collaboration with Santee Cooper, CB&I, Westinghouse Electric Company and the many other
stakeholders who play a role in providing South Carolina with the best solution for meeting the long-term need
for clean, safe, and reliable power.”

“This successful basemat placement is a testament to the hard work by all involved,” said Lonnie Carter,
president and CEO of Santee Cooper. “We have come a long way since getting our combined construction and
operating licenses in March 2012, and this milestone gets us one step closer to the finish line and the many
benefits these units will provide for our state.”

The basemat provides a foundation for the containment and auxiliary buildings that are within the nuclear
island. Measuring 6 feet in thickness, the basemat required approximately 7,000 cubic yards of concrete to
cover an area about 250 feet long and 160 feet at its widest section. This approximately 43-hour continuous
pour of concrete covered a surface totaling 32,000 square feet.

About 2,000 workers are currently involved in constructing two new reactors at V.C. Summer, where Unit 1 has
operated safely and reliably for 30 years. The new nuclear project will peak at about 3,000 workers over the
course of three to four years. The two 1,117-megawatt units will add 600 to 800 permanent jobs. Once the two
units are complete—Unit 2 currently scheduled to be in late 2017 or early 2018, followed by Unit 3—SCE&G
anticipates its generation mix will be about 30 percent nuclear, 30 percent natural gas, and 30 percent
scrubbed coal, with the balance in hydro, solar and biomass.

SCANA and SCE&G post information from time to time regarding developments relating to SCE&G's new
nuclear project on SCANA's website at www.scana.com. On SCANA’s homepage, there is a yellow box
containing a link to the New Nuclear Development section of the website. That section in turn contains a
yellow box with a link to project news and updates. Some of the information that is posted from time to time
may be deemed to be material information that has not otherwise become public, and investors, media and
others interested in SCE&G's new nuclear project are encouraged to review this information.
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PROFILE
South Carolina Electric & Gas Company is a regulated public utility engaged in the generation, transmission,
distribution and sale of electricity to approximately 675,000 customers in 24 counties in the central, southern
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and southwestern portions of South Carolina. The company also provides natural gas service to approximately
325,000 customers in 38 counties in the state. More information about SCE&G is available at www.sceg.com.

SCANA Corporation, headquartered in Cayce, SC, is an energy-based holding company principally engaged,

through subsidiaries, in electric and natural gas utility operations and other energy-related businesses.
Information about SCANA is available on the Company’s website at www.scana.com.

CONFIDENTIAL SCANA_RP0465824
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Crosby, Michael

From: Crosby, Michael

Sent: Wednesday, October 14, 2015 1:12 PM

To: Carter, Lonnie

Cc: cwrau@bechtel.com

Subject: *** Confidential *** Bechtel Assessment (Preliminary - Bullet Notes)
Lonnie,

Carl has provided (you/me) preliminary bullet notes from the Assessment (see below) ... SCE&G has not seen this yet.

I do not see any real surprises ... the Bechtel projection on commercial operation dates is sobering.

* %k

Once a CEO meeting is scheduled ... Carl will work to schedule a sit-down meeting with Byrne & me ... and also a
separate meeting with Jeff Archie’s staff ... but he needs to get you and Kevin nailed down first.

Per Carl ... the CEO meeting is looking like the 22" or 23 ... Marty told me your schedule was better on the 23",

Thanks,
Michael

L/ Exgﬂi
—
From: Rau, Carl [mailto:cwrau@Bechtel.com] WITNESS__l%E?

Sent: Tuesday, October 13, 2015 3:55 PM DATE:

To: Crosby, Michael )
4 R: H. LANDRY
Subject: [EXTERNAL SENDER] Bechtel Assessment s

o
=%

rd

Michael,

The attached is hot off the press, Preliminary Assessment, which will form the basis of our presentation to the execs. | did
not include recommendations as they are still in development but will be part of the exec review.

Call with questions,
Carl

Scope of the Assessment

*  Evaluate the status of the project to assess the Consortium’s ability to complete the project on the forecasted
schedule.

e  Focus was not on cost.

e Team comprised of 10 senior managers from the following functional areas — Project Management, Construction,
Project Controls, Engineering & Licensing, Procurement, and Startup.

Preliminary Findings

Project Management

Confidential Treatment Requested by Santee Cooper ORS_00006114
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The project management approach used by the Consortium does not provide appropriate visibility and accuracy
on project progress and performance.

There is a lack of accountability in various departments in both the Owner’s and Consortium’s organizations.

The Consortium's lack of project management integration (e.g., resolution of constructability issues) is a
significant reason for the current construction installation issues and project schedule delays.

The current hands-off approach taken by the Owners towards management of the Consortium does not allow for
real-time, appropriate cost and schedule mitigation.

The WEC-CB&l relationship is extremely poor caused to a large extent by commercial issues.

The overall morale on the project is low.

Project Controls

Our preliminary assessment of the project schedule is that the commercial operation dates will be extended:
= Unit 2: 18-26 months beyond the current June 2019 commercial operation date.

= Unit 3: 24-32 months beyond the current June 2020 commercial operation date.

The probability range is approximately 50%-75%.

The Consortium's forecasts for schedule durations, productivity, forecasted manpower peaks, and percent
complete are unrealistic.

The Owners do not have an appropriate project controls team to assess/validate Consortium reported progress
and performance.

truction

Construction productivity is poor: Unit 2 is 2.3, Unit 3 is 1.6.

Manual and non-manual sustained overtime is negatively affecting productivity.

CB&lI's work planning procedures are overly complex and inefficient, directly affecting craft productivity.
Aging of the construction workforce is impacting productivity.

The indirect to direct ratio is very high at 157% (typical mega nuclear project is 35-40%).

Field non-manual turnover is high at 17.4% per annum.

The current construction percent complete per month is only 0.5% versus plan of 1.3%.

The workable backlog is significantly more than the current craft workforce.
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The project safety, housekeeping, and quality records are very good.

Engineering and Licensing

Based on the team's observation of current civil work, the issued design is often not constructible (currently
averaging over 600 changes per month). The complexity of the engineering design has resulted in a significant
number of changes to make the design constructible.

The construction planning and constructability review efforts are not far enough out in front of the construction
effort to minimize impacts.
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s Resolution of many Engineering and Design Coordination Reports (E&DCRs) is behind schedule. The E&DCR
backlog is not decreasing.

e Engineering staffing remains extremely high for this stage of the project (around 800 total engineers for WEC and
CB&l); however, the staffing is needed to complete the design and provide support to construction.

e There is significant engineering and li
design completion, ITAAC closure, etc] Much of this remaining engineering will potentially impact construction.

e 119 license amendment requests (LARs) and 657 departures have been identified to date. This is a significant
project workload that is well planned and scheduled and interactions with the NRC are good. Emergent issues
potentially requiring NRC approval of LARs remain a significant project concern.

Procurement

e There is a significant disconnect between Construction need dates and procurement delivery dates. There are:

= 457 open WEC and 2,907 open CB&I equipment deliveries.

= 31 WEC and 28 CB&I POs to be placed.

e The amount of stored material onsite is significant creating the need for an extended storage and maintenance
program. Inventory validation in the yard is only at 48% accuracy.

e The current min-max warehousing program is insufficient for the scale of the construction effort which is impacting
productivity.

Startup

°  The startup test program schedule is in the early stages of development.

= The current boundary identification package turnover rate appears to be overly aggressive and not consistent
with the current construction completion schedule.

WAk R Rk R R b v sk e s e e st o sl ke o o o s o e e o ot oo o ol ot o o oo o o ol o ok o e ol ot e ol e v o v e o ol ol ok ol o vl ol v e ol e v s e st e

WARNING - This e-mail message originated outside of Santee Cooper.
Do not click on any links or open any attachments unless you are confident it is from a trusted source.
If you have questions, please call the IT Support Center at Ext. 7777.

B o o L T B g O U FUS O R S
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